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September 15, 2003

VIA HAND-DELIVERY

The Honorable Ron Jones

Director

Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, Tennessee 37243-0505

Re: Application of Nashville Gas Company, a Division of Piedmont Natural Gas
Company, Inc. for an Adjustment of its Rates and Charges, the Approval of
‘Revised Tariffs and the Approval of Revised Service Regulations
Docket No. 03-00313

Dear Director Jones:

Attached hereto are the responses of Nashville Gas Company to the Tennessee
Regulatory Authority’s second Data Requests on the Stipulation filed in this proceeding on
September 9, 2003 by Nashville Gas Company and the Consumer Advocate.

In providing these responses, Nashville Gas Company would like to emphasize the
fact that the Stipulation and the underlying agreement to settle this case were very difficult
to reach and were entered into with the express agreement by both parties that they were
both comprehensive and integrated in nature. As such, under the terms of the Stipulation,
neither party is bound to the terms of the Stipulation if it is materially altered. Further,
although Nashville Gas Company agreed to certain adjustments proposed by the Consumer
Advocate in this case in reaching settlement, this agreement was premised on the further
agreement that no precedential effect would be claimed or given to the fact of these
adjustments. From Nashville Gas Company’s perspective, each of these aspects of the
Stipulation was an important and material condition to Nashville Gas’ willingness to agree
to the other terms of settlement.




The Honorable Ron Jones
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If the Authority has any further questions about the Stipulation or the responses
attached hereto, please let us know.

Sincerely, /@
James H. Jef s 1V

JHJ/srl

Attachments

c: Mr. Timothy Phillips (via facsimile)

Mr. George Godwin {via facsimile)
Mr. R. Dale Grimes {via email)




- NASHVILLE GAS COMPANY
A DIVISION OF PIEDMONT NATURAL GAS COMPANY, INC.
TENNESSEE REGULATORY AUTHORITY
DOCKET NO. 03-00313

RESPONSES TO TRA SECOND DATA REQUESTS:

Operating Income

1.

According to the Company’s response to Staft Data Request No. 152, the Company used
a 17.32% rate to capitalize corporate payroll. However, on Company Workpaper SW-7,
the percentage of payroll capitalized amounts to 6.89%. It appears that using 17.32%
would reduce corporate payroll by approximately $503,000. Reconcile and calculate the
impact of this discrepancy.

RESPONSE: The 17.32% capitalization rate calculated on workpaper SW- 2 relates to
the amount of Tennessee direct payroll capitalized. As shown on workpaper SW-1, this
capitalization rate was applied to the Tennessee direct payroll. Corporate payroll is
capitalized on the basis of management time devoted to construction-related activities,
such as engineering, and not on the basis of capitalization percentages of a particular
state’s direct payroll. ‘

In prior utility rate cases, both the TRA and the TPSC have affirmed a policy of
eliminating operating expenses from recovery for Company charitable contributions,
civic donations and related miscellaneous expenses that have no bearing on providing
utility service. Referring to TRA data request item #132, provide the amount of expenses
that should be adjusted to adhere to this policy.

RESPONSE: In its original filing in this case, Nashville Gas Company attempted to
comply with the TRA’s policy on charitable donations unrelated to the provision of
natural gas service by recording those donations “below the line” in account 426. In the
normal course of business; however, some charges may be erroneously charged to an
operating expense account. Considering that thousands of charges are recorded by the
Company each month, it is not uncommon for individual area code holders to code such a
cost to the wrong account. However, the Company believes this to be the exception and
not the rule. It is also the case that some expenses can be coded appropriately to more
than one account or at least that there may be some legitimate ambiguity as to which
account an expense should be recorded. Upon further review of its accounting entries,
and in response to this Data Request, the Company has reviewed its response to TRA
data request #132. Based upon that review, it appears that a few additional payments to
various entities could be construed as falling into the category of charitable contributions
or civic donations unrelated to the provision of natural gas service. These charges are
summarized on the schedule attached hereto. The total amount of expense associated
with these additional items is $ 13,168.




Rate Design

1.

Refer to Schedule 1 of the Stipulation. Provide the rationale for eliminating the
residential discounted air-conditioning rate for those customers who have installed this
equipment in order to receive such a discount.

RESPONSE: Those customers currently on the Air Conditioning rate schedule should
have usage patterns that result in classification as a Value Rate customer. The Value
Rate provides a significant discount that should exceed their previous experience. The
Air Conditioning Rate only provided a discount on usage that exceeded 50 therms in any
month from June through October.

There are currently no customers on the Commercial — Air Conditioning Rate and
approximately 60 on the Residential — Air Conditioning Rate. The new classifications
will greatly increase the number of customers that receive a discounted rate as a result of
year round gas usage.

Refer to Schedule 3 of the Stipulation.

a. Provide a calculation of the monthly calendar and cycle (16-15) heating degree
days for both the test period and the normal period.
b. If the Company’s normal heating degree days are calculated for any time period

outside of the test period (December 31, 2002) provide both the rationale for such
a departure and also calculate the effect of using a normal 30-year period that
ends with December 31, 2002.

RESPONSE: a. See attached schedules.

b. The Company used a 30 year period ending June of 2002 to calculate
the normal degree days for rate design purposes. The Company prefers to use this
approach as it provides 30 complete winter periods without splitting the most
current winter period (by ending in December 2002). This approach has been
used in North Carolina, South Carolina and Tennessee since the implementation
of the Weather Normalization process in 1991. The TRA Staff questioned the
Company’s approach late in the rate case audit process. An attrition period
revenue calculation was then run using the 30 year data through December 2002.
This data would have resulted in a revenue increase of approximately $16,000.
This data was not used in the settlement.

It is critical that the same degree day data was used in setting both base
rates and WNA factors. The WNA process then corrects to normal to permit the
Company to recover the margin approved in the rate case. If a different source of
normal degree day data had been used, both base rates and WNA factors would be
slightly different but the total margin recovery would be the same.




3. Refer to Schedule 4 of the Stipulation. Provide a schedule summarizing all changes
agreed to by the parties in the Company’s tariff and service regulations, including
returned check charges, reconnect charges, and service line extension charges.

RESPONSE: Please see the list of changes set forth below.

TARIFF CHANGES

All Rate Schedules

Residential Rate Schedules

Commercial Rate Schedules ‘

Industrial Transportation

SERVICE REGULATIONS:

General Service Policy (Section 1)

Service Lines (Section 4)

Renumbered all rate schedules beginning with 301
Reverted to $20 returned check charge

Changed from one to two rate classifications:
-Value Rate
-Standard Rate

Eliminated air conditioning discount

Changed from one to four rate classifications:
-Small General Service — Value Rate
-Small General Service — Standard Rate
-Medium General Service — Value Rate
-Medium General Service — Standard Rate

Eliminated air conditioning discount

Amended monthly imbalance resolution on cash out of
monthly imbalances of less than 2%. Cash out for both
“long” and “short” nominations will be at the average of
the weekly “Weighted Index Price” for the calendar month
as published in Natural Gas Week plus applicable fuel and
surcharge.

Changed classification descriptions and redefined transfers
from one rate schedule to another. Please see red-line
service regulations included in Item 25 of Minimum F iling
Requirements, pages 155 through 176. Also see
amendment to original filing dated June 26, 2003.

Amended the service line policies for Residential and
Commerical or Industrial service types. The change for
Residential customer types eliminates the provision of 50
additional feet of service line per additional appliance
added after the initial 100 feet is installed for installation of




Rules & Regulations (Section 6)

a gas furnace or water heater. Additional footage may be
added at no additional charge to the customer provided the
investment provides a reasonable return to the Company.
In those cases where the investment does not provide a
reasonable return to the Company, the customer may be
required to pay for the excess footage over 100 feet.

The change for Commercial or Industrial service types adds
the provision to “provide a reasonable return to the
Company” on service line extensions.

Please see red-line service regulations included in Item 25

of Minimum Filing Requirements, pages 177 through 178.

Paragraphs 12 and 13 were amended to include a change in
the reconnect fee from a flat rate of $50 to a seasonal rate
of $55 for non-peak months (February through August) and
$85 for on-peak months (September through January).

Please see red-line service regulations included in Item 25 of Minimum Filing

Requirements, pages 184.




501C3 Charilioble Organizations

Organization ngme
I AL MENAH TEMPLE

2 AMERICAN RED CROSS DISASTER RELIEF FUNE
5 ARTS & SCIENCE COUNCIL

4 ARTS & SCIENCE COUNCIL

5 ARTS & SCIENCE COUNCIL

6 BAPTIST CENTER HEALTH & FITNESS

/ BLUMENTHAL PERFORMING ARTS CENTER

& CHARLOTIE RAPTOR CENTER

9 CHARLOTIE SYMPHONY QRCHESTRA

10 CHILDRENS MIRACLE NETWORK

11 COMMUNITY CULLINARY SCHOOL OF CLT

17 DISCOVERY PLACE

13 FORUM FOR CORPORATE CONSCIENCE

14 FOUNDATION FOR THE CAROQLINAS

15 GAS FOODSERVICE EQUIPMENT NETWORK

16 GLENCLIFF COMPREHENSIVE HIGH SCHOOL
17 HILLSBORO HIGH SCHOOL DRAMA DEPARTMEN
18 INDUSTRIAL GOLF LEAGUE OF METROPQOLITAN
19 MD ANDERSON CANCER CENTER
20 METRO BOARD OF PARKS
21 METROLINA ENTREPRENEURIAL COUNCIL, INC.
22 MT. OLIVET METHODIST CHURCH
25 NASHVILLE SPORTS COUNCIL

24 NATIONAL WILDLIFE FEDERATION
26 NATIONAL WILDUIFE FEDERATION
27 NATIONAL WILDLIFE FEDERATION
28 PRESBYTERIAN HOSPITAL FOUNDATION
29 RIVER HILLS COMMUNITY CHURCH
30 ROCKY KNOLL BAPTIST CHURCH
Total

Note: District Code 17 = Tenn. Direct
District Code 00 = 3-Slale

Dislrict
Code
17
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Date
3/19/2002
12/13/2002
1/10/2002
6,/6/2002
12/19/2007
10,/29/2002
5/9/2002
2/14/2002
4/12/2002
1/29/2002
01/28/02
2/1/2002
10,/29/2002
9/10/2002
12/17/2002
1/8/2002
1/30/2002
3/1/2002
1/4/2002
2/19/2002
4/11/2002
10/17/2002
4/12/2002
11/13/2002
11/13/2002
11/13/2002
11/13/2002
10/3/2002
10/3/2007
4/22/200
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Amounl

Amounl Allocated
1,000.00 § 1,000.00
500.00 §  500.00
278500 ¢ 667.29
2,209.00 § 52908
50.00 § 11.93
1500.00 §  359.40
212300 % 50867
96.95 23.06
53200 ¢ 12747
7,500.00 $ 1,797.00
64.80 ¢ 15.53
30000 § 7183
12,500.00 § 2,995.00
50.00 § 11.98
250000 §  599.00
26000 §  260.00
30000 §  300.00
100.00 §  100.00
250000 §  599.00
526.00 $  526.00
17500 § 41.93
50.00 ¢ 11.98
1,000.00 § 1,000.00
577000 §  903.29
37500 § 89.85
290.00 § 69.48
54.00 ¢ 12.94
5000 ¢ 11.98
50.00 § 11.98
50.00 § 11.98
$ 13,167.94
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